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The only parties filing co_ents on Bell Atlantic's

direct case are potential collocators, and, predictably, they claim

that the prices they will pay are too high. In fact, Bell Atlantic

has fully supported its tariff and shown that any lower rates will
I

force Bell Atlantic to subsidize the services provided to its

competitors. The Commission should allow expanded special access

interconnection to proceed only under the reasonable and

compensatory rates, terms and conditions which Bell Atlantic has

justified, not at the below-cost levels and with the unreasonable

conditions which the parties desire.

In the Attachment, Bell Atlantic responds to many of the

objections which the parties have raised. Bell Atlantic has
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already fUlly answered many of the other objections in its Direct

Case and will not repeat those responses here.

1 The Bell Atlantic telephone companies ("Bell Atlantic") are
The Bell Telephone Company of Pennsylvania, the four Chesapeake and
Potomac telephone companies, The Diamond State Telephone Company
and New Jersey Bell Telephone Company.



-2-

The Commission should deny the parties' objections and

find that Bell Atlantic's expanded special access interconnection

tariff is just and reasonable.

Respectfully sUbmitted,

Tbe .ell Atlantio Telephone
Co.pani••

By Their Attorneys

Edward D. Young, III
John Thorne

Of Counsel

September 30, 1993

1710 H street, N.W.
Washington, D.C. 20006
(202) 392-6580
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Reply tQ Specific Objections

1. Clu.: Adjus'tiDg .-rke't ra'tes ror rloor space resul'ts in
double-counting or costs (MFS CQmmunicatiQns CQmpany, Inc. ["MFS")
at 10-11, AssQciation fQr LQcal TelecQmmunicatiQns Services
["ALTS"] at 21-24).

Bell Atlantic adjusted the market real estate price in
tWQ ways. First, it added a factQr tQ accQunt fQr unique physical
attributes built intQ a central Qffice that are nQt reflected in
the prevailing real estate prices. These attributes include such
items as higher than typical ceilings,1 extra flQQr lQadings,2 24
hQur operatiQn and mQnitQring Qf all necessary systems,3 strict
envirQnmental cQntrQls,· and nQn-static flQQring.

SecQnd, Bell Atlantic added an administrative factQr tQ
accQunt fQr the additiQnal costs it incurs as a result of third
parties Qccupying its central Qffices. ThQse CQsts include the
cQntinuing, cQmplex assessments of space needs in light of third
party Qccupancy. They are unique tQ telephQne cQmpany QperatiQns
and are not reflected in benchmark real estate prices fQr
comparable space. s The CQmmission tentatively required Bell
Atlantic tQ remQve these charges frQm the tariff, sUbject tQ
investigatiQn. 6 They are, hQwever, CQsts Bell Atlantic incurs as
a result of collQcation, and Bell Atlantic has the right tQ reCQver
them frQm the CQst causers.

16 feet fQr a central Qffice versus 12 feet fQr a typical
Qffice building.

250 v. 100 PQunds per square fQQt.

3 These include mQnitQred warning systems fQr temperature,
humidity, fire, and smQke.

4 E.g., higher air filtratiQn rates and fully redundant
heating and cQQling systems.

See Direct Case, App. B at 22-23.

6 AJlerl'tech Opera'tlng coapanies, et al., 8 FCC Rcd 4589 at II
48-50 (1993).
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2. Cla1Jl: Bell Atlaat.1c's stated cast oL .cmey is faCfJlJsive (MCI
Teleco_unications Corporation ["MCI"] at 9-10, Teleport
Communications Group Inc. ("TCG") at A-6, MFS at 2-4).

The Commission should reject the commenters' claim that
Bell Atlantic's cost of capital should equal its authorized rate of
return, because the two concepts are separate and distinct. Rate
of return is a regulatory determination of the a.ount a utility is
peraitted to earn on it. embedded investment, based on the embedded
cost of debt, capital structure, and cost of equity. The cost of
capital is a forward-looking estimate of the actual rate that will
be required to attract inve.tors when Bell Atlantic enters the
financial aarkets to raise new capital. It i. determined by addinq
the weighted cost of debt to the weighted cost of equity. Bell
Atlantic has previously explained in detail and justified its cost
of capital, and the commenters' arguments do not refute that
justification. 7

The Commission should also deny the allegation that the
cost of capital should be tied to the prime rate. Prime rate
relates to short-term borrowing, not the long-term investment in
equip..nt needed for collocation.

MCI has misstated Bell Atlantic's cost of capital, which
is between 12.8\ and 13.0\,' not the 13.75\ to 15.05\ that MCI
cites. MCI's confusion appears to be its use of the Commission's
cost of money calculation, which understates the investment life,
thus driving up the apparent cost of money.'

Cost of money expenses for each account are impacted by
the Commission-prescribed depreciable life of the equipment in the
account. Differences in the depreciable lives of various equipment
justify the different costs of money expenses in different
accounts.

Direct case, App. B at 4-8 and Exh. 1 •

see Direct Case at Exh. 1.

9 The Commission's calculation derived the life of the
investment by dividing the investment by the depreciation expense.
This methodology fails to account for the gross salvage value and
the cost of removal portions of the depreciation expense.
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3. ClaJ.Ja: Bell A:tl_tic bas ~ailed to aJUbldt 'Pari~~ Review Plan
(-f'RP-) cost in~onu.tion ~or all ~unctions it o~~ers (ALTS at 8).

Bell Atlantic submitted information on each service for
which it proposed recurring charges. At the request of the Common
Carrier Bureau, Bell Atlantic has recently submitted TRP
information on non-recurring charges. 10

4. Claba: Construction cbarges in Bell Atlantic's tariff are
excessive (ALTS at 24-26, TCG at A-4).

Bell Atlantic has provided detailed docuaentation of the
costs it expects to incur in . constructing facilities for
co1locators , including actual proposals from contractors. 11

Collacators have a choice of constructing their own cages if they
believe their contractors can construct their cages for a lower
charge than can Bell Atlantic's contractor.

5. Clai.: The security arrange..nts that Bell Atlantic has i.posed
in its tariff are 81CC8ssive and are greater than those
inter8%change carriers require for co.panies that lease space in
their points of presence (ALTS at 8).

Bell Atlantic has fully justified the need for the
security arrangements. 12 A primary obligation of an exchange
carrier is to take all reasonable steps to ensure that local
telephone customers receive uninterrupted telephone service, and
the requirements for escorts and controlled access are designed to
help meet that obligation.

The affidavit that ALTS attaches to its filing has no
relevance to security arrangements in Bell Atlantic central
offices. The president of Eastern TeleLogic Corporation asserts in
his affidavit that the security measures in the handful of
interexchange carrier ("IXC") points of presence ("POPs") in which
Eastern has facilities are less substantial than those Bell
Atlantic proposes for its central offices. Unlike Bell Atlantic,
IXCs are not required to provide collocation in all their POPs -
collocation may be limited to only those POPs for which the IXCs
have easily isolated space and, therefore, security will be a minor
problem -- and they may refuse to provide space to companies that
they believe may constitute security risks. Bell Atlantic must
provide collocation on request in every central office in which it

10 Supplement to Bell Atlantic's Direct Case (filed September
24, 1993).

11

12

Direct Case at Exh. 6-10.

Direct Case, Att. B at 26-27.
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has available space, no matter how much of a .ecurity risk it
poses, and to every entity that requests collocation. Bell
Atlantic will invoke the maximUJll security arrangements in the
tariff only where they are required to make secure space available
for collocation in a particular central office.

6. ClaJ..: Bell Atlantic b.. not justified the inflation factor it
uses to adjust tile vendor price of equi".ent it procures to offer
service under the tariff (MFS at 4-5).

Adjustment of vendor price lists to reflect current
inflation levels in lieu of continually procuring and monitoring
new lists is a traditional costing practice in the
telecoaDlunications industry. The inflation factor that Bell
Atlantic used for this purpose is the actual historical price trend
for the type of equipment being procured -- not the GNP or any
other broad economic measure. In fact, application of an
"inflation factor" to the previous year's investment in certain
types of equipment, such as circuit equipment, will actually result
in a lower current investment, because of the downward trend in the
price of advanced technology. Bell Atlantic derived the specific
inflation factor which MFS singled out -- 11.2' for AC power -
from Department of Energy figures showing the actual annual
increases in electric power charges .13

7. Clai.: It is unreasonable for Bell Atlantic to require a
collocator to purcluue a dedicated cable rack for each cross
connection ordered (TCG at A-5, MFS at 15-16).

MFS asserts that, because network cable racking is
offered on a "per service" basis, it forces collocators to purchase
a dedicated cable rack for each cross-connection. This is not
true. Bell Atlantic spread the rackinq investment over the number
of cross-connections that collocators in an average central office
were expected to demand. Potential collocators have told Bell
Atlantic that they require a route in the central office that is
not shared with Bell Atlantic's own services, and Bell Atlantic's
tariff was based upon that assumption. contrary to MFS's Claim,
Bell Atlantic has not proposed a separate route for each cross
connection, nor are the tariff rates based upon that assumption.

13

Survey.
Department of Energy Form 826, Engineering User News
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8 • CllIiJI: Bell Atlutic failed to adbere to tbe COJIIdssion ' B
.requi.ntII8.Dt to speci.fy collStnlction charg•• .for .aah o.ffies in its
tariff; ~telld it suJwtituted ti... and _terials charges (MFS at
17-18, TCG at A-4).

The cost to prepare space in each central office varies
widely, and unforseen construction costs may be incurred when the
work actually begins, as Bell Atlantic discussed in the Direct
Case. M Accordingly, it is reasonable to charge the collocators -
the sole causers of the construction costs -- for the exact amount
of ti•• and the materials that it takes to construct the space. A
prior .stimate of those costs would be just that, an estimate, and
could result in under- or over-recovery of Bell Atlantic's costs.

9. Clai.: It is UD.rellBollllble to charge colloclltors to .reaove
asbestos in offices in which they collocate (MFS at 20-21).

Both federal and local regUlations generally provide that
asbestos in existing buildings that is not in "friable condition,"
and therefore poses no threat to health, need not be removed unless
it is disturbed. The remodeling needed to provide space for
collacators will be, in most cases, the sole cause of disturbing
the asbestos -- Bell Atlantic would have no plans to remodel the
office for any other purpose. Principles of cost causation,
therefore, dictate that the cost of the asbestos removal be charged
to the co110cator.

10. Claim: It is unreasonable to prohibit teraination of dark
fiber facilities into collocated space (MFS at 27-31, ALTS at 34
35, TCG at B-5 to 6).

Bell Atlantic's dark fiber offering provides a facility
between two customer premises, and the custoaer provides
electronics at both ends. A cross-connection, by contrast,
connects a Bell Atlantic switch or frame with a collocator's
equipment. By definition, such a connection cannot be "dark,"
because Bell Atlantic must provide electronics at one end to
"light" the fiber. The two services are fully distinguishable.

14 Bell Atlantic's approach is similar to that used by other
landlords and building contractors. It recognizes that different
collocators may have very different needs, even within the same
central office and avoids the claim that Bell Atlantic is offering
only "cookie-cutter" space to its customers. See Direct Case, Att.
B at 36.
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11. Clabl: Repeate.r. should not be required as part of the cross
connect: service (MFS at 13-15, ALTS at 27-28, MCl at 4 and 10,
sprint communications Company L.P. at A-14 to 15, TCG at A-2).

The use of repeaters for each arrange.ent both ensures
that collacators obtain continued high-quality service and prevents
degradation of others' service through cross-talk and reduced data
throughput. Unless it provides repeaters, Bell Atlantic cannot
warrant that it will be able to maintain the quality of service of
all affected customers, not just the collacator. ts

The competitive access providers ("CAPs") themselves
require customers to purchase repeaters or other equipment whenever
the CAPs unilaterally decide they are necessary to protect the
CAP's network. For example, TCG gives itself the right to provide,
at the customer's expense, any "protective equipment required to
prevent such damage or injury. "1 In view of the fact that the
CAPs themselves believe that their customers should be required to
subscribe to protective equipment, such as repeaters, the
Commission should not find that Bell Atlantic's similar provision,
included for similar purposes, is unreasonable.

12. Clai.: Bell Atlantic's clai.-d invest.llent in DC power
:facilities is excessive (TCG at A-6 to 7).

The table in TCG's filing that sets out the power
investments is in error. By failing to allocate Bell Atlantic's DC
power investment on a 40 amp basis, TCG misstated Bell Atlantic's
investment for 40 amps of DC power as $258,915, whereas the proper
figure should have been $17,261.

13. Clai.: Bell Atlantic i_poses an unreasonably short period (90
days) during wMeb II collocator -.Jst begin offering service through
its collocated :facilities (TCG at B-8 to 9).

The principal purpose of providing a time limit for
collocators' use of collocated space is to prevent one collacator
from preventing other collocators or Bell Atlantic from providing
new or expanded service by warehousing space it has no intention of
using. This is similar to provisions on efficient use of the

15 ALTS erroneously asserts that Bell Atlantic requires
collocators to subscribe to "POT Bays" in addition to repeaters.
ALTS at 27. ALTS member TCG correctly states that "Bell
Atlantic ••• do(es] not require a POT Bay." TCG at A-l.

16 TCG, Tariff F.C.C. No.1, section 2.4.2.
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collocators' space, which the co_ission has sanctioned. 17 Bell
Atlantic will evict a colloca~or that is not operating within 90
days only if another collocator is being deprived of the ability to
provide expanded interconnection through that office, i.e., all
available space in a central office has been exhausted and there is
a request from another collocator for the space, or if Bell
Atlantic requires the space to provide service to its customers.

14. c~a1.: Bell A'tlautic UJoulcf not be perai't'tecf 'to tera1nate
service for every .brwacb of the tariff provisions (TCG at B-12 to
13) •

Expanded special access interconnection is a tariffed
telecommunications service offering. Like any such offering, if a
custoaer breaches provisions of the tariff, it is violating the
terms and conditions under which it subscribed to the service, and
Bell Atlantic has an obligation to enforce the tariff by
discontinuing service. TCG cannot have it both ways. It has
pressed hard for a coamission rUling that the leasing of central
office real estate is a tariffed common carrier service, yet it
wants to be relieved of the obligation that any customer has to
abide by all the terms of the tariff.

15. Clai.: It is un.reasonable to consider a collocator's request
to eJCpand its existing space "ithin a central office 11II a nell' order
(ALTS at 34).

The design and planning work to accommodate expansion of
a collocator's space is as extensive as the initial design and
planning. Both include order processing, planning for the
modif ication of central office space, assessllent of the
construction costs to meet the collocator' s request, and new
construction vendor bid solicitations. Accordingly, it is
appropriate to charge for the design and planning of expansion on
the same basis as an initial collocation order.

17 1fXpanded Interconnection "ith Local 2'elepbone Ca.pany
Facilities, Report and Order and Notice of Proposed Rule.aJcing, 7
FCC Red 7369 at ! 80 (1992).
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